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E.O. 11652: N/A 

TAGS: ADB, EFIN 

SUBJECT: ADB LENDING RATE 

REE: A. STATE 156569, B. STATE 166635, C. OTTAWA 6094 

1. WHILE GOC CONTINUES TO OPPOSE REDUCTION 

OF ADB LENDING RATE FROM 8.7 TO 8.25 PERCENT (REF B), 

IT NOW WILLING TO SEE "COMPROMISE" REDUCTION TO 8.5 OR 
8.4 PERCENT. POSITION APPARENTLY REFLECTS RECOMMENDATION 
FROM CANADIAN EXECUTIVE DIRECTOR IN MANILA FOR FLEXIBILITY 
ON RATE REDUCTION QUESTION IN RESPONSE TO PRESSURE FROM 
ADB BORROWERS. 
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2. AT THE SAME TIME, GOC IS NOT SATISEIED WITH CURRENT 
FORMULA FOR CALCULATING ADB'S NORMALIZED ACTUAL BORROWING 
COSTS. BECAUSE OF HEAVY ADB BORROWING LAST YEAR AT HIGH 
RATES, GOC BELIEVES ACTUAL COSTS ARE HIGHER THAN FORMULA 
WOULD SUGGEST. IT PLANS TO CALL FOR A COMPLETE REVIEW 

OF METHODS FOR CALCULATING COSTS AT ADB MEETING IN 
JANUARY. 
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3. IN REGARD TO ADMINISTRATIVE COSTS, GOC BELIEVES 
IMPUTED COST OF BANK'S PAID IN CAPITAL (ABOUT 37 BASIS 
POINTS - REF B) SHOULD NOT BE INCLUDED IN LENDING RATE, 
BUT RATHER BE TREATED AS SUBSIDY ELEMENT. ENDERS 
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